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ABSTRACT 
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Policy Issue: Should Child Development Services Be Provided in 
Federally Supported Day Care Arrangements? — analyzes the relationship 
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development as an end in itself; 5. An Analysis of Alternative 
Federal Delivery System Strategies for Further Involvement in the Day 
Care Industry — analyzes the delivery system best suited to increased 
Federal involvement in day care, and makes recommendations; 6. 

I mp lenient at ion-- presents guidelines for legislation, and provides 
alternative forms of implementation of the proposals through 
suggested amendments and modifications of pending day care provisions 
in the proposed Social Security Act Amendment of 1971 and pending 
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FOREWORD 



This Final Report is submitted to the Office of Economic Opportunity by the Day Care 
Policy Studies Group of the Institute for Interdisciplinary Studies. The document 
presents the findings and recommendations of the Day Care Policy Studies Group and 
does not necessarily represent the policies or positions of any agency of the federal 
government . 

This summary document, Part I of the Final Report, is based on a selection of only 
those aspects most relevant to major policy decisions. For a detailed presentation 
of the findings and conclusions of this endeavor, see the supporting appendixes, 

Parts II through X (a complete list of titles is given in the table of contents). 
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ABSTRACT 



Statement of Problem 



Numerous factors influence the need for child care services throughout the country, 
among them: increasing numbers of working mothers, who are employed by choice or 

necessity; welfare (especially AFDC) costs are constantly increasing; and taxpayers 
feel that day care services may help current AFDC mothers to work. In addition, 
child care is seen as necessary if women are to be allowed to pursue lives as freely 
as can men (who rarely have to accept the responsibility for 24-hour care of small 
children) . 

There is also a growing interest in "child development services": Not only are 

more and more parents interested in giving their children "preschool" educational ex- 
periences, but there is a growing belief that such preschool education is an effective 
way to give "disadvantaged" children the same opportunities that average children en- 
joy. 



The federal government has made several attempts to help meet facets of this 
demand, but the "industry" and the "technology" of extra-parental child care are so 
new that many of these efforts are experimental. The question the federal govern- 
ment must answer is not just, "How should the federal government help to regulate 
and financially support child care? but rather "How much should the federal govern- 
ment try to do, for whom* and how? 



In response to this situation, we have isolated the major objectives the federal 
government could expect from its involvement in day care and child development 
services: 

1. Decrease the immediate costs of welfare under current or proposed legislation. 

2. Increase the net income of the poor. 

3. Enable welfare recipients to participate in required work and training programs. 

4. Improve the equality of children's opportunity (by enhancing the development 
of the disadvantaged child). 

5. Enhance the equality of women. 

6. Provide adequate day care to children of currently working parents. 

7. Support the development of the most effective and efficient delivery system 
for day care and/or child development services. 



The Existing Child Care System 

Eighty-five percent of child care arrangements are informal. Most arrangements in 
the children's own homes, predominantly by relatives. Only 15% (about 1.3 million) 
of arrangements for child care by working mothers are "formal" (either in a center 
or in a family day care home). 
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Care in the children's homes is also the arrangement the majority of mothers 
seem to prefer; the next largest preference is for center care, which is one of 
the least-used. Cost and convenience are prime factors in a mothers' choices of 
care arrangements but continued satisfaction is more dependent on their satisfaction 
with the quality of care. 

Most current child care arrangements (72%) are free or very inexpensive. 

Roughly $1.4 billion dollars are currently being spent for all child care in America. 
Of this, about $229 million are from federal funds; most of the remainder is paid 

by parents, at an average (for those who pay) of about $500 per year per child. The 

estimated annual cost of "custodial" care (providing food,, supervision, and safety) 
is about $400. The estimated cost of center care offering some educational services 

is about $700; and the estimated cost of center care providing "child development 

services" (which include health, educational, social, and psychological services) is 
about $1,300 per child per year. However, the quality of the care that is being 
delivered for these costs has not been evaluated. 

With few exceptions, even formal day care operations are small and local; data 
is available only about day care centers; little is known aoout the care or cost of 
care provided in day care homes. Non-profit centers generally offer more comprehen- 
sive services than do the for-profit centers, and known costs reflect this; but again, 
little is known about quality. At present, the quality of care is controlled by 
licensing, a method that is relatively ineffective because of varying standards and 
because of the fact that most children are cared for in unlicensed programs to which 
licensing is not intended to apply. 



Should the Federal Government Provide More Day Care Services? 

Not all the potential federal objectives are attainable with an increase in its in- 
volvement in day care. A major conclusion of this study is that day care alone can- 
not be expected to reduce current welfare costs; a large number of the employable 
welfare recipients are already working, especially those with school-age children. i 

Providing even the least expensive adequate form of day care for employed welfare [ 

recipients would increase federal expenditures above savings in welfare payments, 
unless free care is limited to newly working welfare mothers cnly and is provided 
at less than $600. The provision of day care to all families whose incomes are less 
than $8,000 per year would, however, substantially increase the income of this group, 
especially for "near-poor" families. Estimated increases in earnings are: ! 

. for welfare-poor, $128 million per year; 

. for working-poor, $149 million per year; I 

i 

. for near-poor, $1,147 million per year. j 

Increased day care services provided free for the poor, and on a sliding scale 
for those who are not poor, will increase the numbers of women who are in training , 

or 5? re looking for employment byt the actual numbers of welfare-poor, working-poor, 
and near-poor women who will actually find jobs would be determined largely by other 
factors. An increase in the choice of child care arrangements would satisfy the desires 
of many working women for whom present arrangements are unsatisfactory. j 
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There is no conclusive evidence that "adequate" care provided at the estimated 
minimum cost of $400 per year would be "harmful" to the children who receive it, but 
this is primarily due to the fact that there is little conclusive, objective informa- 
tion about the effects — beneficial or harmful -- of any form of day care or child 
development. Research into this question is essential to an}' policy decision regard- 
ing the adequacy of various cost-levels of care, and such research is strongly 
recommended . 
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Should Child Development Services Be Provided in Federally Supported Day Care 
Arrangements? 

If one purpose of federal involvement in day care is to enhance the opportunities 
for development of disadvantaged children, then some form of federally sponsored 
"child development" program will have to be designed and implemented. Although little 
is known about the relative benefits (or even the specific definitions) of child de- 
velopment services, much is known about the effects of poverty-related deprivation. 

Day care is only one of a variety of potential modes of delivering child development 
services to poor children. Almost no evaluation has been conducted on the effective- 
ness of child development services provided in a day care setting. What evidence 
does exist -- and this is only for educational services -- is that such services are 
only marginally effective and of limited duration (three years). Other methods of 
providing child development services -- such as parent education, home programs, and 
television -- must be experimented with. We recommend that the federal government 
not implement a national child development program, especially one based on a day 
care setting, until alternative delivery systems for such services have been evaluated. 

If the federal government decides to support primarily custodial day care services, 
it is necessary to evaluate the extent to which custodial care is an adequate sub- 
stitute for care by the mother. There is no time in a child's life when he or she 
is not developing; even custodial care is a "child development" program. There is 
little reliable information about children's development as it is affected by day care; 
there are, however, many indications that the attitudes and behavior of those who care 
for children do have significant effects on the children's development. We recommend 
strongly that the question of the most beneficial characteristics of caretakers and 
the relationship between these characteristics and such factors as caretakers' train- 
ing and education, caretakers' salary levels, and the over-all cost per child for 
care be carefully researched. 

We recommend that Congress establish a substantial program of research , demon- 
stration, and evaluation in the areas of child care and child development. We further 
recommend that this office be required to submit to the Secretary (HEW) , the 
Secretary (DoL) , the President, and the Congress, on or before June 30, 1974, a report 
of its findings and recommendations regarding federal policy and programs in child 
development in and outside of day care settings. One basic intent of this recommenda- 
tion is to have available for the Executive branch and Congress adequate data on child 
development prior to enactment of a major program in this area. 
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An Analysis of Alternative Federal Deli very -System Strategies for Further Involvement 
m the Day Care Industry 

If the government decides to increase its support to the provision of dav care 
service, the government has two distinct alternatives to consider in deciding the 
basic delivery system by which day care services might be provided. The services 
can be designed, regulated, funded, and provided by a central agency; or the service 
can be provided through a free market industry, and deicisions about the type of 
care provided and the responsibility for regulation would be made by consumers, with 
only minimal central regulation. 

We recommend that federal involvement in day care be through a market approach, 
utilizing vouchers to place purchasing power for day care services in the control of •. 

eligible parents . We further recommend that a program of key resources (planning, j 

technical assistance, start-up costs, facilities, training, and so on) be implemented ; 
to help the market meet new demand without artificially raising prices and to ensure j 

entry into the day care market of a variety of providers -- some of which may not J 

otherwise be able to enter, due to start-up cost, lack of technical knowledge, and so • 
on; and to ensure an ;uleqt -ate supply of day care in areas with special needs or problems j 

A market model allows for the maximum freedom of choice by parents in selecting 
arrangements for their children, and also enables the day care industry to evolve 
according to the needs of the children and parents it serves. A centrally planned 
system could not, with the current lack of reliable information about day care, be 
designed to meet all existing and evolving needs. A market model will tend to \ 

provide care at a lower cost than a centrally administered system; each provider 
would be forced to attract consumers and would have to constantly develop better, 
more desirable, and efficient care to meet competition. A market model allows 
control by federal agencies, but major responsibility for regulation would rest with 
parents. 

The market model, of course, could not be relied upon exclusively to meet ! 

all needs. In certain locations, under certain economic conditions, and for certain 
population groups, inequities may occur. For these reasons, the key resources 
program is necessary. This would place the responsibility for the development of 
essential resources — but not operating money -~ in the hands of community organiza- 
tions. Since the development of key resources will only be necessary in instances 
of local need, particular and representative knowledge of that need will be 
necessary for efficiency, responsiveness, and effectively rapid evaluation. 



Implementation 1 

i 

All recommendations in this report must be considered in terms of specific legisla- 
tive action. The final chapter of the report presents guidelines for legislation 
that, if enacted, would bring into being the program we recommend. This program 
includes specifically: 

1. voucher system for purchasing power for day care services accompanied by a ' 

key resource program, and 

2. a national research program in child development. j 






The chapter also presents guidelines for the modification of the pending 
comprehensive child development legislation and the pending day care provisions 
of the proposed Social Security Act Amendments of 1971 that would bring the 
pieces of legislation more in line with our recommended market model and research 
program. 

It must be remembered that we are neutral on the policy decision regarding 
increased federal involvement in day care and the level of that involvement. The 
expected impacts have been presented for policy makers to consider. We do 
recommend that, if the decision is made to increase federal involvement, it be 
done through a voucher and key-resource program. We also recommend that the 
federal government refrain from implementing a new national child development 
program, especially one based on a day-care-center delivery system, until services 
have been proven effective, practical methods of delivery are developed, and the 
effectiveness and efficiency of alternative delivery systems for child development 
services have been evaluated. For this purpose, we recommend a national program 
of research, demonstration, and evaluation. 
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This volume, a summary of the Final Report, has three policy-oriented goals: First, 

to provide information concerning the role of day care in advancing various federal 
objectives; second, to show the relevance of this information to major legislative 
decisions, specifically those proposed in this report and the day-care-related sec- 
tions of the Social Security Act Amendments of 1971 and the comprehensive child care 
bills; and third, to provide recommendations concerning the most effective delivery 
system for providing increased support to day care, should the federal government 
decide to do so. 

This Summary Report is not intended to be a comprehensive review of all findings 
concerning day care and child development. We present here only those findings, con- 
clusions, and recommendations that bear most directly on the major questions of policy 
now facing Congress and the President. Many more detailed findings and recommendations 
are presented in the other parts of the Final Report.* 

The strong impetus behind the various proposals for increased federal involvement 
in child care gains much of its force from the conviction that such services can 
contribute significantly to the solution of such massive social problems as rising 
welfare costs, the educational impoverishment that the children of the poor experience, 
and inequities in the treatment of mothers in the existing employment market. 

In some proposed legislation, billions of dollars would be spent with the stated 
goal of helping to solve these problems by injecting the nation with federally 
supported day care programs. The unfortunate fact is that it has yet to be established 
that many of these problems can be significantly diminished by proposed programs. In 
chapter one we address this question generally by analyzing the situation in which 
the current federal involvement in day care exists. We explore the problems that many 
expect will be solved by increased federal involvement in day care, and we isolate 
several major objectives proposed by advocates of that involvement. Our purpose is 
to show the ways in which day care is considered as a means to various ends, what 
those ends might be, and how the possibility of achievement of these ends must be con- 
sidered in the perspective of the basic concerns of society. Our intent is to show 
that in some cases there might be more effective responses to the problems than day 
care, and that increased federal support of day care can be effective only if it is 
considered in a realistic perspective, as a very limited aid and not a panacea. 

In the second chapter, we seek to provide information about the existing day 
care industry. If federal involvement in day care is to achieve its goals, it must 
be based upon knowledge of the dynamics and characteristics of the existing industry. 
This knowledge must include an understanding of the existing resources, as well as 
an understanding of how the existing industry developed and why it is the way it is. 
Without this essential background, federal plans and programs run the high risk of 
being based on opinion, desires, and hopes, rather than knowledge, information, and 
understanding. Wise use of the existing day care industry and its potential for 



*In this summary, all references to the various volumes of the Final Report will be 
made in abbreviated form; for example, ( Final Report , II, V. 1, ch. 3, pp. 58-67) 
abbreviates Final Report, Part II, volume 1, chapter 3, pages 58-67.) 
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expansion can allow the government to furnish services at the lowest possible cost, 
and thus amplify the impact of federal funds. Ignoring the existing capacity of the 
day care industry will entail unnecessary expense. 

The purpose of chapter three is to answer the question: "Should the federal 

government provide more day care services?" The answer to this question is complex. 

We analyze the question from the perspectives of the various federal objectives and 
social concerns discussed in chapter one; and we evaluate the potential for achieving 
these objectives through increased involvement in day care services. Necessarily, 
our answer goes beyond that simple question of whether or not the federal involvement 
should increase its support of day care. 

Much of the debate on the subject of day care has been concerned with its re- 
lationship to child development services. In chapter four our intent is to analyze 
and clarify this relationship. In view of the possible long-range objectives of 
federal support of child care, and in an attempt to respond to the basic social con- 
sems underlying those objectives, we also discuss child development as an end in 
itself, exclusive of any relation to day care. As in chapter three and chapter one, 
our purpose is to respond to the broader, longer-range questions of the function of 
federally supported child development programs. 

In chapter five, we analyze and make our recommendations concerning the delivery 
system best suited to increased federal involvement in day care. Our basic purpose 
is to ensure that day care would be allowed to develop in the manner most suited to 
the needs of the American public, not only in response to the immediate problems that 
have stimulated public interest but in readiness to respond to problems that may arise 
in the future. The predicted needs for day care are expected to evolve rapidly, thus 
requiring a flexible industry. Further, forecasts of future need could be upset by 
unpredictable trends; the discussion and recommendations presented in chapter five 
take this unpredictability into account in considering the best delivery system to 
meet current needs of the government and the public. 

Because this summary document has been especially written for policymakers, we 
have included a chapter that proposes guidelines and modifications by which the re- 
commendations made in the report can be implemented. Chapter six presents detailed 
specifications for the delivery system, the method of payment, the key resources pro- 
gram, and for further research and development. We have also included critiques of 
the relevant portions of the proposed Amendments to the Social Security Act of 1971 
and the proposed comprehensive child development legislation along with specific 
recommendations for modifications that would enhance the possibility of this legis- 
lation achieving federal objectives and solving the social problems to which they 
were intended to be responsive. 

In placing the material presented in this report in accurate perspective, two 
general comments are pertinent. First, as in any treatment of major federal policy 
issues, we were plagued by the varying quality of pertinent data, and in many cases its 
absence. We have sought to present the data available on relevant points, provide 
estimates where necessary and useful, to comment on uncertain data, and to reflect 
in policy recommendations the degree of uncertainty that lack of current knowledge 
in specific areas seems to dictate. 

Second, while we have sought to be as objective as possible in our treatment of 
this complex topic and to present reasoning and data on all sides of policy alterna- 
tives, it is clearly impossible for any policy analysis of this nature and scale to 
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be entirely value-free. In the interest of increased objectivity, therefore, we are 
bound to acknowledge that certain beliefs, values, and perhaps biases have influenced 
our thinking throughout the course of this study. First, we believe that a central 
concern of social programs should be the welfare of the poor and the disadvantaged. 
Thus, while we have presented a wide range of potential federal objectives drawn from 
current debate concerning child care, we believe the welfare of the poor and disad- 
vantaged deserves paramount consideration. Second, we believe in equitable treatment 
for all like individuals under federal programs; it is our bias that if a certain 
type of service, such as day care, is to be made available under federal sponsorship 
in response to the needs of some individuals, it should be made available to all 
individuals with the same need. Third, given the fact of limited national resources 
and the pressing needs of the disadvantaged, we believe that only programs of proven 
value should be implemented on a national scale. Thus, we feel that rigorous assess- 
ment of the value of potential services and the effectiveness of proposed methods 
of service delivery through well-designed pilot program and demonstrations should 
precede the legislative mandate of delivery. To those who argue that certain services 
although of unproven value, may do no harm and might help if delivered to the disadvan 
taged, we reply that there are alternatives for the expenditure of such funds which 
will better serve the interests of the disadvantaged. These include (a) increasing 
the level of federal investment in other services of proven value, (b) increasing 
financial assistance, and/or (c) making investments in research, demonstrations, and 
evaluations to develop truly effective services in areas of critical need. A fourth 
bias relates to our conviction that the "free market" model of service delivery is 
preferable to the "central planning" delivery model. In addition to the reasons that 
lead to this general conviction, there are particular reasons for favoring a market 
model method of providing federal support. This method would be responsive to 
parents' expressed preferences for a range and variety of services, and be consistent 
with the inevitable central role of parents in the care of their children. The free 
market concept is also consistent with our belief that poor families in general can 
and should participate substantially as day care providers in their communities under 
any expanded federal program. 
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1 .0 STATEMENT OF THE PROBLEM 



At present current federal support for day care and child development is estimated 
at more than $500 million. This report is intended to directly support federal 
policy makers who are considering a significant extension of this current federal 
involvement. Such consideration is now under way. The pending H.R.l bill 
proposes to allocate $750 million for child care services per year. Comprehensive 
child care legislation proposed by Senator Javits would increase the cost to $1.2 
billion in the first operational year. A bill introduced by Senators Nelson and 
Mondale would cost $1.5 billion in the first operational year. 

This chapter first identifies the social context in which day care and child 
development programs must be evaluated. Multiple and at times conflicting social 
forces relate to the question of whether or not the federal government should 
more actively participate in day care and child development programs, and if 
so what the nature, shape, and purpose of this role might be. 

In a sense, the broad issue in relating day care to social issues is the 
extent to which day care can significantly impact the primary social forces of 
concern. The level of national attention day care has received suggests that 
some feel it can. Others are skeptical. * 

Second, this chapter identifies a range of federal objectives that seem implied 
in current debate; we recommend that government consider these objectives explicitly 
as it determines its role in day care and child development programs. An explicit 
statement of possible federal objectives is used as a framework for our evaluation of 
the potential benefits and costs of increased federal expenditures for day care. It 
is our conviction that, if programs are to be made sufficiently accountable, public 
expectations must be realistic and the government must carefully select, explicitly 
state, and tailor programs to a set of objectives. 




1*1 Dynamics of Social Trends 



Oil 



Five major social trends have a significant bearing on the role of the federal 
government in day care and child development: 



the increasing costs of Aid to Families with Dependent Children (AFDC) , 
the job market for women, 

the concern over early child development services 
the emphasis on family planning services, and 
the impact of the movement for women's equality. 



O 

^^This and all subsequent superscripted notes are presented in the "Notes" section 
at the end of this document. Sources are cited in the text by author and date; 
FPS complete bibliographic information is presented in the "References" at the end 
'w-a of this document. 
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The Costs of AFDC 



i 

\ 



A significant number of the American children are poor. Approximately 10.5 
million or 14% of American children (under 18) were in poverty conditions in 
1970. About half of these poor children, 5.5 million, were aided by current 
welfare (AFDC) programs. The number of children receiving such aid is rapidly 
increasing. In 1971, 7.5 million were on AFDC; in 1973, 8.5 million are 
expected to be receiving aid. 

The cost of this support is substantial and is increasing. The cost 
doubled from 1965 to 1970. In 1970 AFDC cost was $2.1 billion; in 1971 it 
was estimated at $3 billion and in 1973, $3.7 billion. Under H.R.l, family 
benefits would cost $5.8 billion. 

The rapid increase in AFDC is disturbing because it continues to escalate 
regardless of economic conditions. Until the early 1960's the number of AFDC 
recipients has increased with unemployment and decreased with employment. After 
1963, however, the rolls increased greatly in spite of decreasing employment 
ratios (see figures 1 and 2) . 

Within the AFDC program the largest increases have been payments to families 
in which the father is absent from the home (75% of all AFDC cases not including 
the 5% of the cases where the father has died). In 16% of all AFDC cases the 
father has deserted, and in 28% of all AFDC cases, the father was not married 
to the mother (see figure 3) . 

The illegitimacy rate increased only slightly from 1960 to 1968, but this 
increase occurred exclusively in births to women 15 to 19 years old; for all 
other age groups the rate dropped during this time period. A substantial per- 
centage of the illegitimate children are supported by AFDC. Fourty-four percent 
of all AFDC families have one or more illegitimate children (1969 AFDC survey). 
The increase in the number of illegitimate children supported by AFDC is partly 
explained by the facts that most of these young mothers are economically unable 
to support their children and that increasing numbers of unwed mothers are 
caring for their children rather than placing them for adoption. 

The consequences of the welfare system are numerous; 

• human resources are wasted, 

• generational cycles of poverty are created, 

• state and local governments are threatened by bankruptcy, 

• many Americans are demanding that the welfare recipient work, and 

• the American people are faced with increased polarization. 

It is in this context that day care services are viewed by the public and policy 
makers alike as one means to enable more welfare recipients to gain productive 
employment and thereby reduce welfare costs. 

The Job Market for Women 

The number of working women (now 30 million) has more than doubled since just 
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Figure 1 : AFDC Rates 

i 



Number of new AFDC cases 




While historically welfare caseloads rose 
and fell with unemployment, this pattern 
was broken in 1963, with new cases increasing 
rapidly as unemployment fell. The result 
was an explosion in welfare rolls. 



(Source: U.S. Manpower in the 70's, 1970) 



Figure 1 



AFDC: Monthly Number of Recipients, Actual January 1964 to Date 




Figure 2 
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before World War II. Increasingly mothers have entered the labor market. In 
1969 there were 7,245,000 working mothers with children over six and 4,100,000 
working mothers with children under six. 

While the growth in the number of women working has been dramatic, the types 
of jobs held by women has remained relatively stable. Despite increased educa- 
tional opportunities, decreased importance of physical strength on jobs, increased 
use of aptitude tests, women still concentrate in a narrow range of jobs. Although 
there are 250 distinct occupations listed by the Census Bureau, one-fourth of the 
employed women work in five occupations -- secretary-stenographer, household worker, 
bookkeeper, elementary or secondary school teacher, or waitress (Hedges, 1970, 



The manpower projects of the Bureau of Labor Statistics for the period 1968- 
1980 indicate the need for many more women to seek jobs outside "women's occupations" 
in the 1970's. In trying to determine whether women will disperse their career 
decisions, one commentator concludes: "The strong attachment of women to the labor 

force and the pressures for new sources of manpower in certain professional occu- 
pations and skilled trades auger well" (Hedges, 1970, p. 29). 

The cautiously optimistic prospect of an overall increased demand and supply 
of women in the labor market must be tempered with the recognition of present 
unemployment rates among low-skilled women. In 1970 the unemployment rate for 
men was 4.4-s and for women 5.9%. This gap is explained in part by the fact that 
women generally have lower educational levels and seek employment in less-skilled 
jobs. For example m 1970 white-collar workers (primarily men) had an unemploy- 
ment rate of 2.8%; whereas service workers (with as many women) had a rate of 
4.5% (Bell, 1972). The projected increase in unskilled jobs is not expected to 
be significant. From 1968 to 1970 the total projected increase is approximately 
20 million jobs. Only 1.4 million of that increase in jobs is to take place in 
the unskilled and semi-skilled jobs (see figure 4). 

While general unemployment rates among women is significant, unemployment 
among poor female-headed families is even more severe. For example, in 1969 the 
unemployment rates for black mothers with married husbands absent with children 
under six was 15.3% and for comparable white families 10.6% (Waldman, 1970, 



Day care services have been proposed as a means to ensure that the increasing 
number of children of the working mothers (30 million at present) receive adequate 
care. Day care services h .ve also been proposed as a means of allowing and encour 
aging mothers to work, thereby promoting the equality of women and adding signifi- 
cantly to the "man"-powej skills of the nation. 



The Concern over Early Jhild Development Services 

Awareness is growing in the United States of the importance of early childhood 
years in determining an individual's mental, physical, and social status as an 
adult. The increased prevalence of preschool educational television programs, 
preschool health care, and preschool educational centers have all arisen because 
of the hope that providing child development services to young children will 
significantly reduce their social and economic problems in later years. The 
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public is becoming increasingly impressed with the negative consequences of the; 
multi-faceted deprivation suffered by the low- income child. 

The extent to which the disadvantaged child had difficulty in school has 
been documented by numerous studies, one of which states: "The children of poor 
families also contribute to a disproportionate share of their number to the delin- 
quent and the socially rejected" (Chelman, 1966, p. 2). A day care type setting 
has been viewed by some as an ideal means for providing child development services 
to low-income children. The federal Head Start program was implemented based 
on this rationale. (See chapter four for further background on child development.) 



The Emphasis on Family Planning Services 

The national concern over the population expansion is reflected in a February 16, 
1972, report of the Census Bureau. The report stated that, for the first time 
in Census Bureau history, most young married women plan to limit their families 
to fewer than three children. 

Furthermore, recent studies suggest that the American people favor govern- 
mental support for population control. The Commission on Population Growth and 
the American Future published a survey that revealed that 57% of the group sampled 
thought Americans should limit family size, even when they can afford a larger 
family; 56% thought the government should try to do something to slow population 
growth; and 87% said the government should make birth control information avail- 
able to those who want it. 

Governmental support for family planning has increased markedly in the past 
few years. In fiscal year 1971, with the passage of the first explicit family 
planning legislation (PL 91-572) , federal financial support doubled. From 1968 
to 1970, 45 states liberalized their laws or policies regarding the delivery 
of family planning services (Goldman and Kogan, 1971) . 

The new concern about and financial support for family planning is expected 
to have a substantial effect on the birth rate for all income groups, especially 
the poor. A recent study conducted by Planned Parenthood-World Federation 
pointed out that birth rates among lower-income women declined so sharply between 
1965 and 1970 that they bore 1,065,000 fewer children than they would have bom 
at the birth rates for 1960 to 1962 (Rosenthal, 1972). 

Low-income and higher-income parents basically share the same views on 
family size, but actual child-bearing patterns do not coincide with expressed 
desires. Median income was highest for families with two children ($6,900), 
lower for families with four children ($6,500) , and lowest for families with 
six or more children ($5,000) (Birch and Gussow, 1970, p. 85). 

Presently, only .'50% of the low-income women who want and need subsi- 
dized family planning services are receiving them (Jaffe, 1971, p. 84). "In 
those few areas where local agencies have developed energetic, imaginative 
and dignified programs, the response among welfare clients has been consi- 
derable" (Birch and Gussow, 1970, p. 85). Research has demonstrated that 
family planning is an effective means of reducing and preventing poverty 
(Family Planning Service Programs, 1970, p. v) . Given the success of current 
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limited family planning efforts among the poor, it seems reasonable to expect 
that the new financial support for family planning, the liberalization of state 
restrictions, and the public support for voluntary family planning for all 
Americans, will enable the poor to realize more closely their desire for fewer 
children. 



The Impact of the Movement for Women's Equality 

An informal and diverse alliance of organizations has formed a national move- 
ment to campaign actively for women's equality. The provision of day care 
services has become a priority issue for the movement as it seeks to open 
opportunities for women. 

The chart on the next page compares the official positions of a small 
sample of the newly formed women's liberation groups and a few of the established 
women's groups. This limited sample obviously does not speak for every position 
on day care of every women's group, but it does point out the commonalities among 
several large and increasingly influential organizations in regard to day care. 



Summary 

Social conditions and trends cited can be summarized as follows: 

1. The number of children on AFDC and the cost of AFDC is substantial at 
present, and it. is expected to increase. Five and a half million children 
were receiving AFDC in 1970, at a cost of $2.1 billion. In 1972, AFDC 
costs are estimated at $3.7 billion. Under H.R.l, family payments would 
total $5.8 billion. 

2. The growth in AFDC is affected by two factors: 

• the increase in single adults with children: 

-- illegitimacy rates among 15 to 19 year old women are rising, 

-- more unwed mothers are keeping their children, 

-- 16% of AFDC families are deserted by their fathers, and 
-- the extension of family planning services has had some impact; 
and 

• the eoonomic situation: 

-- among married poor women with children under six who are the 

heads of their families, the unemployment rate for whites is 10.6% 
for blacks the rate is 15.3%; 

-- the unemployment rates for low-skilled jobs (5.3%)is higher 
than for highly skilled jobs (2.8%); 

-- of the 20.8 million projected increases in jobs from 1970-1980 only 
1.4 million of that increase is in unskilled and semi-skilled jobs, 

-- many women earn less than men for similar jobs; 

-- disincentives for low income work with welfare as. an alternative. 

3. The number and percentage of working mothers is increasing; this reflects a 
growing acceptance of the important economic role of mothers. 
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4. The women's liberation movement provides a motivating force for federal con- 
sideration of an increased role in supporting day care and child development 
programs . 

5. The increasing public awareness of the multi-faceted deprivation inflicted 
upon the disadvantaged child is putting greater attention on the role of 
early child development services. 

The following perspective is obtained by comparing the potential impact of day 
care on social forces and trends. 

The growth of AFDC welfare costs is due to the increase in the number of 
single mothers with inadequate earnings to support their families. The increase 
in the number of female-headed households is a basic social force related to 
increasing AFDC welfare costs. Family size is also directly related to the 
economic needs of AFDC families. Federal initiatives, other than day care, are 
more appropriate for consideration in this area with research and program focus on 
family planning, promotion of family stability, and adoption practices. 

Federal programs that have provided AFDC mothers with training, day care, 
and other services have achieved some limited success in placing mothers in employ- 
ment. Unfortunately, the earnings of such mothers have often not been adequate 
to allow them to leave welfare rolls altogether. Thus, we are led to expect that 
day care, while relevant in theory, can at best serve only a limited role in re- 
ducing welfare costs. Specifically, it can be expected that day care will be 
most effective for those AFDC mothers with highest earning powers and smaller 
family sizes. At present, most mothers with these characteristics are already 
working under conditions supported in part by existing programs. 

The current social forces leading to a relative decrease in the availability 
of low-skilled and unskilled jobs can be expected to exacerbate both the number 
of families in need and the limited effectiveness of day care and all other sup- 
port services in reducing welfare costs through the employment of welfare recipients 

The current trends toward smaller families and increased use of family plan- 
ning offer major potential for significantly reducing the welfare problem. 

The women's liberation movement -- and the general societal attitude toward 
women it reflects -- has led to a greater acceptance of welfare mothers gaining 
employment; this has increased the feasibility of federal policies based upon 
women working and suggests a growing willingness on the part of all mothers to 
seek employment. The women's liberation movement more broadly and more fundamently 
represents a force, embryonic at present, that may develop increasing pressure 
for societal provision of day care services for all children, independent of the 
welfare problem. 

The concern for better opportunities for the development of disadvantaged 
children, however, is an immediate and a pressing issue. Thus, the potential 
relationship between day care and child development services for the disadvantaged 
is clearly a major policy issue. 



1 . 2 Fede raj_ _0bjec tives_ _i_n_ _Day_ Care 

The following federal objectives in day care and child development warrant consi- 
deration because they all have been treated or implied in public and governmental 
debate. We present them only because they figure so prominently in most discussions 
concerning day care and child development, and not because we recommend their adop- 
tion. (For a more detailed presentation see "An Explication of Some Alternative 
Federal Strategies for the 70' s," an intermediary paper submitted to 0E0 in May, 
1971, by this Policy Studies Group.) 

1 • Decrease the immediate or shor t -term cost of current federally supported wel- 
fare programs . iTiis objective would be accomplished through the provision 
of day care services to welfare recipients who can work but are not able to 
do so because of their need to take care of children in the home. Their in- 
come would thus replace a part or all of their current welfare payments. 

The net savings in welfare financial support would, of course, have to con- 
sider the federal share of day care services provided. Of interest are both 
the potential savings under the current welfare program and the welfare re- 
forms proposed under H.R.l and ether welfare reform proposals. Note that 
an additional benefit to welfare recipients might accrue if they are able to 
escape the "stigma" of welfare by leaving the welfare rolls. 

2. Increase the net income of existing poor. The poor population includes both 
the welfare recipient and the working poor (families with incomes greater 
than the minumum for welfare payments but still below the poverty line). 

The net income to this total group could be increased by the federal provi- 
sion of day care in several ways. First, for two-parent, "working-poor" 
families, day care could allow the second parent in families with children 

to work, thereby increasing family income. Second, for working-poor families 
already using day care, the assumption of all or a portion of the cost of 
day care by the government would increase the net income of the existing 
poor. Note that in some cases the federally supported day care may be of 
higher quality or value than that already used by working poor. Therefore, 
the substitution may benefit the poor beyond the savings to the family of 
the previous cost of day care. In general, day care can be viewed as an 
income transfer "in kind." 

3. Establish a work requ ire ment as a condition of welfare . It is argued by some 
that all welfare recipients who are able to do so should either work or make 
themselves available for work as a condition of receiving welfare benefits. 

In relation to this objective, day care is seen as a means of freeing at 
least some welfare parents who are able to work to do so. It has also been 
argued that if work or the jeopardy of work (requirement for work registration 
without the assurance that in every case a welfare recipient will be placed 

in a job) is made a condition of welfare, that this serves as a deterrant to 
"lazy" families for either registering for welfare or taking personal actions 
which maintain dependence on welfare. 

4. Improve the equality of children's opportunity by enhancing the development 
of the disadvantaged c hild . It is argued by some that child development 
services can be provided to disadvantaged children receiving day care services 
and further that such services will help to equalize the opportunities for 
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development of disadvantaged children by making up for or providing a sub- 
stitution for developmental factors that many children obtain as a part of 
family living. It is also argued that a child's maturation in an environment 
where one or more parents' work is more likely to have the child adopt work 
as an adult life-style. Many feel that, in addition to providing for equal 
developmental opportunity for all children, this objective may reduce the 
costs of welfare in future generations. 

5. Enhance the equality of women . It is argued by some that the social responsibi- 
lity for child care often assigned to women detracts from their ability to par- 
ticipate in other activities,, such as employment, training and career devel- 
opment, and the use of leisure time, especially as compared with men. Feder- 
ally supported day care -- by increasing either the supply of convenient and 
otherwise acceptable day care, or by reducing the financial cost to women of 
day care, or both — would enhance the equality of women in American society. 

6 . Provide adequate day care to children of currently working parents. Many 
children whose parents are now working are not currently receiving day care 
in licensed facilities. It is argued that some or all of these children are 
receiving inadequate care. The role of federally supported day care under 
this objective would be to replace existing inadequate care with at least 
adequate care. 

7 • Support the development of the most effective and efficient delivery system. 

The federal government has the option of promoting two basically different 
structures for the day care industry. One alternative structure for the day 
care industry is a competitive, market-oriented structure. This system places 
central reliance on consumer choice and supports a diversity of day care services 
furnished by a variety of providers. Since the key to this system is parent 
choice, the parents must have sufficient purchasing power. Providers would 
thus "compete" for consumers with parent preferences (that is, market forces) 
determining the rate and nature of growth of the different day care programs. 

The free market system does not imply an industry without controls or regula- 
tions. Regulations are a part of all competitive U.S. industries. 

The second major alternative for the day care industry is a centrally 
planned, centrally controlled, and centrally operated industry. In this sys- 
tem, decisions about the nature, type, availability and sponsorship of day 
care in a given region would be determined by a central agency (policy council), 
which would design, approve, supervise, and operate all day care services in 
the region. 

The essential difference between the two systems is the control of the pur- 
chasing power. In the market-oriented system, parents purchase; and in the 
centrally planned system, the agency purchases. 
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2.0 EXISTING CHILD CARE SYSTEM 



In considering the degree to which increased federal involvement in child care will 
yield impacts, benefits, and potential costs in relation to federal objectives, it 
is necessary to examine the existing child care industry and the forces that have 
shaped its development. Unfortunately, comprehensive, up-to-date information con- 
cerning the child care industry is not available. The information presented in this 
section was drawn together from diverse sources and must be interpreted with caution. * 

A day care industry of significant size currently exists in the United States. 

The current industry consists primarily of informal arrangements, most of which are 
free or inexpensive. (Informal does not imply that arrangements are haphazard or 
unreliable.) The formal child care industry, composed of family day care homes and 
day care centers serves only 15% of the children of working mothers. A fairly compre- 
hensive picture of center care can be obtained from available data, but very little is 
known about care provided in family day care homes or in informal arrangements. Day 
care centers are generally small operations, either privately owned and operated or 
operated as not-for-profit services. 

The average annual costs per child for center care are $400 for basic care and 
supervision; $700 for care which may include an educational component; and $1,300 for 
more comprehensive developmental programs (Day Care Survey - 1970). 

Of the estimated $1.4 billion spent annually for child care, $229 million comes 
from federal sources (Tables 1, 2). About half of these funds go directly for center care. 



2.1 Magnitude and Financial Sponsorship of Existing Day Care Industry 

In 1965 approximately 17.3 million children under 18 years of age had working mothers 
(Low and Spindler, 1968). Of these children, 3.8 million were under six years of age. 

By 1969, the number of preschool children of working mothers had increased by 2 million, 
a 53% increase over 1965. (The 1969 figures for the number of children under 14 years 
of age and for child care arrangements are not available. Therefore, the following 
summary relies on 1965 data, the latest information available. Notable changes based 
on later data are included when possible.) 

About three-fourths of the day care arrangements are free. Thus, all national 
expenditures for child care, which amounted to $1.4 billion in 1970, go to purchase 
only one-fourth of the total care provided.^ If all day care had been purchased at 
the same rate as the paid care, the total national cost would have been $5 billion. 

This total is based on the projected cost of day care for all working mothers; the 
total day care industry is even larger since it is also used for other purposes. 

The day care arrangements and respective expenditures are shown in Table 1. 

Fifty percent of total expenditures is for care in someone e'lse's home; nearly 40% 
for care in the child's own home; and a little over 10% for center care. 



The extent of federal involvement, 16% of total dollar volume (Table 2) which 
may be supplemented by state and local matching funds, is a relatively small portion 
of total day care costs and aids less than 5% of all children cared for. However, 
the financial impact of federal funds may be greater than its market share. Most 
day care supported by federal funds is related to two major objectives, child 
development and employment of disadvantaged or minority groups. Payment mechanisms 
and delivery systems vary widely, ranging all the way from the community planning 
mode of Head Start to federal income tax deductions. 

Table 1: Estimated Annual Payments by 

Working Mothers for Day Care, 1965 
(Children under 14) 



Arrangement 


Number of 
children 
(thousands) 


Percent of 
total number 
of children 
receiving care* * 


Total 

estimated 

expenditure** 

(thousands) 


Percent of 
total 

expenditures 
for care* 


Care in own home by: 


1156 


9% 




38% 


Non-relative who only 
looked after children 


581 


5 


$160,425 


16 


Non-relative who also 
did housework 


575 


5 


$210,975 


22 


Care in someone 
else's home by: 


1932 


16 




51 


Relative 


953 


8 


$156,425 


16 


Non-relative 


979 


8 


$335,200 


35 


Other arrangements: 


328 


3 




11 


Care in group center 


265 


2 


$104,800 


11 


Other paid 
arrangements 


63 


0.5 


$ 4,900 


.05 


Total paid 
arrangements 


3,416 


28 


$972,725 


100* 


Arrangements for which 
mother did not pay 


8,861 


72 






Total 


12,287 


100* 







Source: Based on data from Low and Spindler, 1968, p. 107 

*Totals do not equal 100% due to rounding. 

**The following estimates were used in calculating expenditures: 

Families paying under $5 per week: estimated annual expenditure, $125 
Families paying $5-7 per week: estimated annual expenditure, $350 
Families paying $10 or more per week: estimated annual expenditure, $600 






Table 2: Estimated Federal Support for Day Care for 

Low-Income Working Mothers, 1970 





Federal 

expenditure 

(millions) 




Number of Children 




Program 


6 or younger 


Older than 6 


Total 


Social Security 

Title IV(a) 

AFDC-Direct 

Payment 


$96 


62,000** 


50,000** 


112,000 


Income Dis- 
regard 


$50 


146,000** 


119,000** 


265,000 


Work Incentive 
(WIN) 


$18* 


57,000 


69,000 


126,000 


Head Start (0EA 
Title II-B) 


$36 § 


30 ,000 




30,000 


Concentrated 
Employment Program 
( CEP) ( 0EA Title I) 


$ 8 (1971 est) 


6,000** 


4,000** 


10,000 


Migrant (0EA 
Title I II-B) 


$ 1 (1971 est) 


1,000 


1,000 


2,000 


SUBTOTAL 


$209 


302,000 


243,000 


545,000 


Estimated federal 
subsidy through in- 
come tax deductions 


$ 20” 








Total 


$229 









Source: Child Care Data and Materials , United States Senate Committee on Finance, 
June 16, 1971, pp. 9 and 22. 



Social Security Amendments , 1971, Hearings of the Committee on Finance, 
United States Senate, July 27, 29, August 2, 3, 1971. 

*$52,000,000 appropriated, $18,000,000 spent. 

**Estimated on basis of 1969 AFDC Survey. 

5 Estimated from page 9, Child Care (reflecting only that portion spent for full day 
. care of working mothers. ) ~ 

Tax deductions for 1966 of $131,000,000 for an estimated subsidy of $20,000,000 

Note: There is also federal support in the amount of 15% of $21,000,000 for 
Child Welfare Services. There are no quantitative data on federal 
support of Model Cities Day Care. 
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The major portion of federally supported day care is provided to the poor; in 
total, approximately 550,000 poor children have some or all of their care financed by 
the federal government. Federal funds provide support for approximately equal numbers 
of preschool and school-age children. 

It is of interest to determine if federal support indicates a preference in 
favor of one or another type of arrangement. Data of this type is only available on 
center care. About half of the federal funds go directly to day care centers. 3 
Tax deductions and income disregard undoubtedly provide an additional indirect 
federal subsidy to day care centers. 

For center care, the government supports almost exclusively non-proprietary 
care when it provides funds directly to center operators. Only .7% of the receipts 
of proprietary centers come from the federal government, compared to 43.9% of the re- 
ceipts of non-proprietary centers (Day Care Survey- 1970). However, income disregard 
for AFDC recipients and income tax deductions undoubtedly provide some additional 
support to proprietary centers. For centers as a whole, 17% of the parents' fees 
are paid by some combination of parent and public assistance funds. The amount of 
federal funds proprietary centers receive through parents' fees is not known; however, 
since proprietary centers are more apt to charge parents fees, some federal funds must 
be reaching these programs as well as family day care homes through parents' payments. 

Center care is heavily subsidized by revenue sources other than parents' fees. 
Only about one-half of the total costs of center care (99% of costs of proprietary 
centers; 20% of the total of non-profit centers) is provided through parent fees. The 
federal government, primarily the Department of HEW, pays directly one-fourth of the 
total costs of center care; state and local governments pay 11%. The remainder comes 
from community organizations, individuals, and other sources (Day Care Survey, 1970). 
For non-proprietary centers, sources of funds vary with the size of the programs. 

Small centers receive more funds from church sources. Middle-sized centers tend to 
be funded by Community Action Programs and welfare, while large centers obtain more 
funds from community organizations (Day Care Survey - 1970). 



2.2 Types of Day Care Arrangements and Their Costs 

A variety of arrangements are utilized by working mothers for their children. Arrange- 
ments are generally categorized by the settings in which the care is provided and the 
services which are included. 



Types of Child Care Arrangements 

In this and supporting reports, child care or supplementary child care refers to the 
care and supervision which augments care provided by the parent (s) or guardian(s) of 
the children. The responsibility for supplementary care is delegated by the parents 
or guardians and is generally provided in their absence. Such care of children is 
considered supplementary since the parent or guardian maintains the primary responsi- 
bility for rearing their children. (This definition excludes the placement of children 
in foster homes for extended periods of time and the legal adoption of children.) The 
term child refers to any person under 14 years of age for whom care is needed. Care 
includes the variety of activities and services provided for the children by the 
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Table 3: 



Estimated percentage distribution of centers' 
annual receipts from various revenue sources 
and ownership of center 





Percent of annual receipts reported by: 


Sources 


Proprietary 


Nonp rop r ie ta ry 


Total 


Parent fees 


93.7 


21.5 


52.4 


Federal Government 








Department of Labor 


0.0 


1.1 


0.7 


OEO (CAP) 


0.0 


8.3 


5.0 


HEW 


0.1 


31 .3 


18.8 


Other Federal 


0.6 


3.2 


2.2 


State government 


0.1 


5.5 


3.3 


Local government 


0.0 


12.5 


7.5 


Community organizations 


0.1 


9.2 


5.5 


Individual contributions 


0.1 


1.1 


0.7 


Other sources 


0.3 


6.3 


3.9 


Total percent received 


100.0 


100.0 


100.0 


Total dollars 
received (in thousands) 


179,824 


269,242 


449,066 



(Source: Day Care Survey - 1970, page 92) 
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delegated caregiver. The number and kinds of activities included in care may range 
from the provision of supervision, of food, and of other physical necessities for 
custodial care to comprehensive supportive services for meeting educational, medical, 
dental, social and psychological needs of the children. The first is frequently 
called day care and the second, child development services. 

The most frequent settings for day care are the child's own home, someone else's 
home and center care. These are generally defined as follows: 

In own home : Care for the children provided by a single family member within the 

child's (children's) own home. Caregiver may be a parent, another relative, or a non- 
relative who may or may not perform some household tasks while providing care. 

Family Day Care Home : Care provided in the caregiver's home, usually for no more than 

six children, including those of the caregiver. 

Day Care Center : Serves groups of seven or more children. Children are often grouped 

according to their ages. Centers usually accommodate children two and one-half years 
of age or older. Centers may be housed in private residences, churches, schools, or 
other community buildings, or in specially constructed facilities. 

These definitions generally apply to the care discussed in this report. However, 
different sources of information may differ somewhat in exact numbers of children in 
family day care homes or centers. Such discrepancies do not, for the most part, 
affect the general picture of child care presented in this report. In this report, 
group day care homes, treated as a separate category in some studies, are included 
either in the family care or the center care category, depending on the number of 
children cared for. 



Description of Day Care and Child Development Services 

As used in public debate over proposed child care legislation, a certain vagueness 
surrounds the definition of day care and child development services. At the general 
level, child development services are often thought of in terms of their general ob- 
jective; i.e., enhancing the development of and/or the developmental opportunities 
for children. In order to analyze the potential cost and benefit of such services in 
any setting, it is necessary to establish a reference definition of such services. 
Analysis of proposals for the provision of comprehensive child development services 
indicates that child development services can be defined in terms of a number of dis- 
crete components which can be examined and evaluated individually and to which costs 
can be assigned. These services typically include: educational, nutritional, medical, 
dental, psychological, and parent education. In some instances, transportation for 
children and training for personnel are also included. 

Day care : Offers custodial care, food, shelter, and adult supervision, but no 

additional services. 

Developmenta l Care (in a day care setting) : Offers custodial care plus one or more 

child development services, but usually not all. 



Child Development Services 

Nutritional Services : These services primarily provide food for children. They vary 

by the number of meals and/or snacks provided and their nutritional content. For pre- 
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school children in full day care, one meal and two snacks are considered minimum. One 
of the goals of these services is to contribute to the child's well being through ade- 
quate nutrition. 

Educational Services : These services include a variety of experiences in al 1 areas 

of development, especially in language and communication, concept learning, perceptual 
development, and attention span, as well as specific knowledge in science, reading, 
social studies, and numerical skills. The objective of these services is to help 
children to obtain information; to learn skills and facts necessary for formal educa- 
tion; to think of new ways of doing things; to appreciate and enjoy learning and to 
create a desire to continue learning; to learn how to live with others and enjoy the 
experiences; and to become self-reliant and confident. 

Medical and Dental Services : Medical services range from the maintenance of medical 

records, first aid, and assistance to parents in locating sources of care to complete 
physical examinations including vision and hearing tests, immunizations, periodic re- 
examinations, and referral for treatment or the provision of treatment to correct 
defects. Dental services may include an annual examination, referral and/or follow- 
through treatment to insure correction of defects. The primary objective of both medi- 
cal and dental services is to obtain and to maintain adequate physical health for the 
child. 




Psychological Services : Psychological services may include: identification and diag- \ 

nosis of psychological problems; identifying how psychological problems relate to the j 

attitudes, behavior, and situation of the family; working to change the behavior of 
children in ways supportive to improved psychological development; and referral to, or \ 
provision of, psychotherapeutic services. The objective of psychological services is j 

to facilitate the participation of children in daily activities and in family life. 

Social Services : Social services involve a range of possible activities aimed at 

helping the child (and his family) to participate actively in the child care program 
and in family and community life. Social services may involve the recruitment and i 

• enrollment of children in the day care program; working with parents, providing trans- 

portation to day care settings and to other services, such as physical examinations, 
and other liaison activities between the caregivers, parents, and the community. 

; Parent Education : This service can include providing to parents: information on 

the child and his behavior; information and referral to community services and 
resources of potential benefit to child and/or family; information on the services 
; offered by the day care center; and providing advice and education on child rearing, 

j nutrition, health and family life, and counseling. 

| Transportation : Transportation may be provided for bringing children to the care 

{ location and/or for excursions as a part of the learning experiences. In either in- 

j stance, the provision of transportation enables children to participate in the 

i program. 

i 

' All of the services can go beyond the standard for "adequate care." For example, 

educational experiences may help children work toward their potential by supplementing 
! educational services received at home and in school; nutritional services can provide 

; better quality, greater variety, or more pleasing meals, as well as contributing to 

the child's total nutritional needs; dental services and medical services, through 
diagnosis and referral, can aim at having each child attain higher health standards. 
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Psychological services can include the detection of a variety of behavior problems. 
Social services can enable both the children and their families to participate in 
beneficial child care arrangements. 

In addition to the above services provided directly to the child and his family, 
the training of child care personnel is sometimes included in a listing of child develop- 
ment services. Training activities include the provision of reading materials, demon- 
strations, discussions, staff meetings, orientation, formal classes and complete 
training programs. Although the ultimate objective of training is the improvement of 
the quality of care children receive, it is sometimes used as a means for utilizing 
community residents, especially in programs such as Head Start. 



Child Care Costs 

The cost of purchasing child care in general and custodial day care in particular is a 
critical policy variable in considering increased federal support to day care services. 
Pertinent data include the minimum cost levels at which custodial day care can be pur- 
chased for each of the various types of day care arrangements (including informal 
arrangements, family or group care, and center care). Coupled with a knowledge of 
parent preferences and willingness to use these various types of care at various cost 
levels, part of the necessary foundation is laid for the development of realistic 
program cost estimates, pricing policies, and selection of appropriate payment mech- 
anisms. Unfortunately, in spite of major national surveys in this area, major gaps 
in knowledge remain. 



Cost Estimates 

There is considerable debate over the respective costs of custodial child care in 
comparison with developmental child care. To gain perspective on this debate, it is 
instructive to take into consideration not only estimates of costs but also empirical 
data derived from actual operating experience. (Note 4 presents a detailed analysis 
of cost estimates and survey data related to custodial day care and developmental care 
by service components.) 



Existing Child Care Costs 

The most recent and complete survey of actual day care cost is provided by the Day 
Care Survey - 1970. As would be expected, the cost of existing child care arrangements 
and the services provided vary widely throughout the industry. The most expensive, 
most comprehensive services tend to cluster in nonprofit centers, which, as mentioned 
earlier, are heavily supported by federal funds. Higher costs and comprehensiveness 
of services are not characteristics of the center mode of care but rather of nonprofit 
centers. Many proprietary centers offer care at about one-third the cost of nonprofit 
centers. Statistically, for whatever it means, the difference in cost between pro- 
prietary centers and nonprofit centers is roughly equivalent to the amount of federal 
and state or local subsidy provided to the nonprofit segment of the center industry. 

Free Care 

As indicated previously, approximately three-fourths of the arrangements used by working 
mothers are free — at least, money is not exchanged for the services — (Low and 



26 



35 



f 



1 



* 

l 

fc 




; 




ERIC 




nn** (w.vwiwsi Krxxi wiTft*!: 



Spindler, 1968). These free or inexpensive arrangements usually consist of care by 
the father or other relative in the child's home; by the mother while working; or the 
child is in school or the child cares for himself. The actual services delivered in 
these arrangements are not known. 



Family Home Care Costs 

There is little national information about the services and costs in family day care 
homes. Most family day care homes provide lunch for the children, about two-thirds 
provide breakfast, and about a quarter of the homes provide dinner. Snacks are pro- 
vided in about two-thirds to three-fourths of the homes (Day Care Survey - 1970) . 
Although some educational activities may take place, other child development services 
are not formally included in family day care unless the caregivers are a part of a 
larger day care system. Most family day care is provided in single family dwellings. 

Nationally, 50% of family day care homes have weekly fees of between $7 and $12.99 
— $364 to $776 per year (Day Care Survey-1970, p. 23). Fees are generally reduced 
for the second or third child from the same family. 




Center Care Costs \ 

Costs of center care vary with the services provided and with ownership (proprietary «• 

or nonproprietary) . Proprietary centers nearly always have lower annual per child \ 

costs than nonprofit programs, $412 compared to $1,250 for preschool children, but I 

usually provide services. Approximately one-fourth of the day care centers provide 
care at a cost of $400 per year, and about an equal number provide care at a cost of 
$1,250 per year. The remaining 50% at about $800 per year (Day Care Survey-1970). 

The factors contributing to these differences in costs have not been explained by the 
literature. The more expensive child care programs generally report more services 
provided, higher teacher salaries, and higher staff-to-child ratios. More expensive 
centers are also newer, are more often operated by community agencies, have more I 

equipment, including more child-scale equipment and facilities, more extensive health 
and education programs, serve disadvantaged families, and have more parent involvement 
than the lowest cost programs. Differences in efficiency have not been studied. 

Regional variations influence the costs of care. Child care services tend to I 

cost less in the southern part of the nation. I 



Two factors influencing the total costs of care for which data are available 
are personnel and start-up costs. Personnel costs range from 45-80% of total center 
budgets. Proprietary centers usually spend less for personnel than non-proprietary 
centers. Approximately 127,000 paid staff members are employed in day care centers 
at a median monthly salary of $358 (Day Care Survey- 1970) . Salaries range from less 
than $300 per month in the lowest-cost centers to $380 per month in the highest-cost 
programs. Staff characteristics vary with the services and costs of care. Few staff 
members in the $400 programs have had education beyond high school and most are not 
certified teachers. About half of the staff members in the most expensive centers have 
some college education and are more apt to be certified. 

The latest national survey of day care center costs was summarized as follows: 

Good custodial centers approximate good home care. Centers providing custodial 
care were defined as those that offer "...that kind of care which is necessary for 
maintaining the physical well-being and safety of the child but without any systematic 
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attempt to educate him. Good custodial care approximates good home care. They have 
small child to staff ratios, variety and sufficient quantity of equipment and play- 
things, adequate space, safe environments, warm and child loving adults, nutritious 
food and happy children." (Day Care Survey - 1970, p. x) 

"On the average, a center receives $400 yearly per full-day child for essen- 
tially custodial care, $700 for a basic package of services that typically includes 
an educational component, and $1,300 for reasonably comprehensive developmental 
programs." (Day Care Survey - 1970, p. 2F) 

No attempt was made to evaluate day care centers. Good and bad Type A [custo- 
dial] centers can be found (Day Care Survey - 1970, p. x). 

John Wilson in the introduction to the Day Care Survey -1970, states, "While i, 

information on parent outlays and center incomes is not complete and inferences must j 
therefore be drawn with caution, it is reasonable to assume that actual costs in 1970 j 

dollars to deliver comprehensive day care services are somewhat lower than usually j 

estimated." j 



Cost Estimate 

The Office of Child Development prepared the following estimates 4 : 



Preschool 


custodial per year 


Preschool developmental care per year 


Family home care 


$752 


$1423 


Center care 


$813 


$1245 



These estimates are reduced from earlier estimates in 1967 which estimated the cost 
of custodial preschool care in centers to be $1,245 and developmental care in centers 
to be $2,320 per child per year. 

The earlier higher cost estimates may reflect a tendency not to underestimate 
the level of adequate care (for fear of harming children coupled with a desire to 
provide as much child development services as possible), and the subsequent revision 
of estimates may reflect increased confidence based on a fuller knowledge of actual 
existing programs. The general price level at which adequate ca.re can be purchased 
for each type of arrangement is still not clearly established. Given the critical 
policy implications of this question, further research on this issue is recommended 
for priority attention. 



2.3 Parent Preferences, Patterns of Usage, Consumer Satisfaction, and Other Factors 
Affecting Demand 

Current Patterns of Use 



As shown in Table 4, a variety of child care arrangements are utilized by working 



mothers in the United States. Most frequently arrangements for children under 14 years 
of age are within the child's own neighborhood, either in his own home (46%) or the 
home of someone else (16%) (Day Care Survey-1970; Low and Spindler, 1968, p. 70). 

Other arrangements in order of their use by working mothers: the mother cares for the 
child while working (13%); child cares for himself (8%); and group care (less than 5%). 

Nearly one million children care for themselves. Although 21,000 of these children 
were under six, the remainder were divided equally into children six to 11 and chil- 
dren 12 to 13. Also, the majority of these children (59%) were left alone for less 
than 10 hours per week (two hours per day) . Almost all of the rest (34%) were left 
alone for 10 to 19 hours per week. Thirty-seven thousand children were left alone for 
40 hours or more per week but 33,0.00 of these children were 9-13 years of age. None 
was under six years of age (Low and Spindler, 1968). 

No day care arrangements are needed for approximately 15% of the children of 
working mothers since their mothers work only while the children are in school. 

The amount of time children spend in day care varies. Forty hours or more of 
care a week are provided for about one-fourth of the children, while an equal number 
are cared for less than 10 hours per week (Low and Spindler, 1968, p* 100). Care is 
provided in multiple arrangements for approximately 11% of all of the children of 
working mothers, not including school time (Low and Spindler, 1968, p. 73). 

Relatives are the primary care givers while mothers work. Fathers care for 15% 
of the children and other relatives care for an additional 29%. 

This same general pattern of care is evident for all sub-groups of working 
mothers, although the specific proportions within each category vary somewhat with 
family income, ages, and numbers of children and whether the mother is employed full- 
or part-time. Regardless of family i.ncome, the arrangement most frequently used is 
in the child's own home. However, in low income families, somewhat less care takes 
place in the child's home and caretakers are more apt to be relatives, while in higher 
income families a greater proportion of in-home caretakers are non-relatives. 

There are other differences between the higher and lower income families 
(Table 4). The differences are in the number of children who care for themselves, 
in the number of mothers who care for their own children while working, or work while 
their children are in school, and in the number of children cared for by relatives. 

One of the most prominent differences is in the number of children, especially of pre- 
school age, who care for themselves. In families with incomes under $3,000, 1 * 5 % of the 
children under six care for themselves . In 1965, this totaled 10,000 children. Al- 
though the percentage of the total is less than half that for the lowest income families, 
there were 9,000 preschool children from families in the $3,000 to $5,999 range left to 
care for themselves. As income increases, fewer preschool children are left alone. 

The same trend is evident for school-aged children. Fifteen percent of the children 
between six and 13 are left, to care for themselves in the lowest income families 
while only 10% care for themselves in the highest income families. In 1965, this 
included 186,000 children from the lowest income level families and 304,000 from 
families in the $3,000 to $5,999 income range. 

The other arrangements which appear to be most affected by family income are the 
proportion of mothers who care for their children while working and those who work 
only while their children are in school. More of the low income mothers care for 
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TABLE 4 



CURRENT CHILD CARE ARRANGEMENTS 



TOTAL 


Less than $3,000 


younger 


younger 


than 6 6-13 


than 6 6-13 



TOTAL 


100.0% 


100.0% 


100.0% 


100.0% 


Care in own home 


46.8 


44.3 


44.0 


38.2 


Father 


14.7 


15.3 


6.3 


8.0 


Other relative 


16.9 


22.0 


29.4 


26.5 


Under 16 years 


2.1 


5.7 


7.6 


4.8 


io years and over 


14.8 


16.3 


21.7 


21.7 


Nonrelative 


15.2 


7.1 


8.3 


3.7 


Nonrelative who looked 
after children 


8.7 


3.3 


6.5 


2.7 


Nonrelative who usually 
did additional house- 
hold chores 


6.5 


3.7 


1.8 


1.1 


Care in someone else's home 


31.1 


9.3 


29.7 


9.5 


Relati ve 


14.9 


4.7 


15.2 


5.9 


Nonrelative 


16.2 


4.6 


14.5 


3.6 


Other arrangements 










Care in group care center 


5.4 


0.5 


3.4 


0.6 


Child looked after self 


0.6 


11.5 


1.6 


14.9 


Mother 


15.8 


33.7 


21.2 


36.4 


Mother looked after child 
while working 


15.0 


12.1 


20.8 


20.6 


Mother worked only duri ng 
child's school hours 


0.8 


21.6 


0.4 


15.8 


Other 


0.3 


0.7 




0.4 



Source: Low and Spindler, 1968, pp. 92-93. 



Table 4 



39 



r 





BY FAMILY 


INCOME AND AGE OF CHILD 












$3,000 - 


$5,999 


$6,000 


- $9,999 


Over $10,000 


r . | 


younger 
than 6 


6-13 


younger 
than 6 


6-13 


younger 
than 6 


6-13 




100.0% 


100.0% 


100.0% 


100.0% 


100.0% 


100.0% 




38.1 


44.2 


54.8 


47.0 


50.6 


44.0 




13.4 


16.2 


20.3 


18.8 


13.3 


12.4 




14.6 


22.8 


15.5 


20.9 


12.0 


19.3 




1.2 


7.1 


1.3 


6.0 


0.4 


3.5 




13.4 


15.8 


14.2 


14.9 


11.7 


15.9 




10.1 


5.3 


19.0 


7.3 


25.3 


12.3 




6.1 


3.3 


11.8 


3.2 


9.9 


4.1 




4.1 


2.0 


7.3 


4.1 


15.4 


8.1 




36.3 


11.0 


28.5 


8.9 


26.7 


7.2 


." , ; ^ ■. ■ 


17.8 


5.7 


14.5 


4.3 


8.9 


3.1 




18.5 


5.2 


14.0 


4.6 


17.8 


4.1 


: - i V .■ 


6.8 


0.2 


4.1 


0.6 


7.7 


0.8 


■ ■• ’!• - *■’ . .■ ■■ 


0.7 


11.7 


0.2 


10.9 


— 


9.9 




17.9 


32.6 


11.8 


31.9 


15.0 


37.0 


’ . : ■. ; 


17.7 


13.0 


10.6 


8.3 


12.9 


11.3 




0.2 


19.6 


1.1 


23.6 


2.2 


25.7 


. '-0- .■ 

' 0 
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0.2% 


0.3% 


0.7% 


0.8% 
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their children while they are working; 21% of the children from families with incomes 
under $3,000 are cared for in this way, while only 13% of children from families with 
incomes over $10,000 are cared for by their mothers while their mothers are working. 

The trend for mothers who work only while their children are in school is the opposite. 
Fewer mothers at the lowest income level work only while their children are in school 
(one out of seven) while one out of every four mothers from the over $10,000 level 
works only during the children's school hours. 

There are also some differences by income among those who care for the children. 
The proportion of children cared for in their own homes increases with family income 
from 44% for the lowest income families to 51% for those with incomes over $10,000. 
Children in lower -income families are more apt to be cared for by relatives than 
are children from higher income families. Nearly 8% of the children being cared for 
by relatives are relatives under 16 years old. There is an increase with income in 
the number of caretakers who also do housework from less than 2% among those in low 
income levels to 15% among those at the highest income levels. 

As is evident from the general patterns of care, formal arrangements in either 
family day care homes (about 10%) or group care (around 5%) accommodate very few 
children of the nation's working mothers (Day Care Survey-1970; Low and Spindler, 

1968, p . 70) In 1970 this totaled approximately 1.3 million children (Day Care 
Survey- 1970) . 

There are some clear differences between families using formal and informal 
child care arrangements. Users of day care centers have fewer children, are more 
apt to be single parent families, and have an annual family income slightly below 
the national average. 



Consumer Satisfaction 

Initially, choices of child care arrangements are strongly influenced by the cost and 
the convenience of the care to the family. Continued satisfaction with arrangements 
appears to be related to qualities of the caretaker. 

Distance from home is a second factor affecting the use of child care services. 
Although no national data are available, one mile or less seems to be the distance 
that about 70% of the consumers are willing to travel to deliver their children to 
child care settings (Emlen, 1971; Day Care: Planning to Meet Community Needs, 1970). 

Most working mothers report being satisfied with their arrangements. (Day Care 
Survey-1970; Low and Spindler, 1968, 110) . Changes desired by center users are for 
improved center care. Leaving children with relatives under 16 years old, in the home 
of a non-relative or to look after themselves are viewed as the least satisfactory 
arrangements . 

Satisfaction with formal arrangements outside the child's home has been found 
to be somewhat more child centered than the initial reason for selection of care. 

In family day care, the caregiver's concern for the child was found to be the strongest 
factor in the mother's satisfaction with the arrangement (Emlen, 1971). In another 
small study, personal attributes of the caregiver and quality of care were the cri- 
teria cited nearly as frequently as convenience as reasons why they chose their 
child care arrangement (Who Cares for the Children?, 1970). 



32 



41 



Parents 1 Preferences and Other Factors Affecting Demand 



In addition to estimates of the total demand for child care, information about demand 
for specific types of care must be considered in planning for services. Indications 
of potential demand for services are waiting lists for some programs, expressed pre- 
ferences for types of care, the number of mothers currently working who would change 
arrangements if their preferred alternatives were available, trends in the employment 
of women and patterns of utilization. 

Approximately 164,000 children are on waiting lists for day care centers. Eighty 
percent of these are on the waiting lists for non-proprietary centers. A part of 
this demand, however, is apparently due to the uneven distribution of centers since 
there are estimated 63,000 vacancies (evenly divided between proprietary and non-pro- 
prietary programs) in other day care centers (Day Care Survey-1970). 

Expressed preferences for child care arrangements vary some from the actual 
patterns of usage. While care in their own home is the expressed preference of the 
majority of working or potentially employed women at all income levels, center care 
is the next most desirable. About one-third of the working mothers, including those 
using other types of care, express preference for center care and about an equal 
number of non-working mothers say that if they went to work they would prefer to have 
their children cared for in centers (Day Care Survey-1970). 

The clear first preference of parents is for good care, food, and safety of the 
child. The specific services parents consider desirable are qualified staff and child 
development related educational and medical services. Closeness to home and low cost 
are particular concerns for low-income families. 

The amount parents are willing to pay for desired care, however, is around $10 
per week for preschool children and less for school-age children. More than half of 
the mothers of school-age children said they would not be willing to pay anything 
for their care (Day Care Survey-1970). This reflects actual behavior in terms of the 
age of children left to care for themselves. 

Interpretation of parent preference data is difficult since parents may tend to 
express preference for the more socially acceptable services. Also, many respondents 
to preference surveys indicate a lack of information about the range of possible child 
care arrangements (Who Cares for the Children?, 1970; Zamoff, 1971). 

Besides preferences for types of care, there are some general trends which could 
increase the demand for services of all types. Trends and changes that could effect 
demand include the growth, nature, and size of families; changes in public attitudes 
toward the employment of women and toward different patterns of child care; changes 
in the value the public places on preschool education; and changes in the labor 
market . 

Participation of women in the labor force is affected by (a) the number and ages 
of the children in the family; (b) the educational level of the mother; (c) stability 
of the marriage; and (d) presence in the household of adult female relatives. Trends 
in these factors show a decreasing number of children per family, increasing levels of 
mothers' education, increasing numbers of disrupted marriages, and decreasing numbers 
of female adults living in the households. The implications of these trends are that 
not only will there be greater numbers of women in the labor force in the future, but 
that the rate of women joining the labor force will increase. Therefore, the need for 
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child care can be expected to increase over the next decade. The decrease in family 
size and the resulting decrease in the number of births and the number of preschool 
children over the next decade could increase the demand for day care, since women with 
smaller families have higher rates of participation in the labor force. Also, women 
with higher levels of education are those who are having small families, which tends 
to increase the demand for day care even more (see Final Report , VIII) . 

During the last decade the labor force participation rates of mothers of pre- 
school children have increased more rapidly than the rates of mother of older children 
(60% compared with 20%) . Both the total number of working women and their rate of 
participation are expected to increase during the 1970's (Travis, 1970). 

There are also corresponding changes in the attitudes of the public, especially 
among younger people, toward greater acceptance and support both of women working and 
the care of children outside of the family setting. If these younger people carry 
their attitudes with them through the decade, this could also lead to an increased 
demand for day care (see Final Report , VI). 

A trend that could directly affect the components provided in child care programs 
is the increased enrollment of preschool children from high— income families in nursery 
schools. While mothers from higher-income families are less apt to work and do not 
utilize day care, they evidently feel some preschool experience outside of their homes 
is desirable. This trend may have two different implications for the provision of 
day care. First, this trend may filter downward to lower-income middle-class families, 
who may also desire such preschool experience for their children but who cannot pre- 
sently afford them. Second, as low-income families move to higher economic status, 
they may also come to value preschool experiences for their children. The Head Start 
Program may accelerate the acceptance and value of these programs among low-income 
families. 



2.4 Organization of the Industry 

The services supplied by the day care industry are divided into two major components: 
the 85% which are informal and provided mostly free or inexpensively either in the 
child's own home or outside by relatives and the 15% that are provided in centers and 
family day care homes. Little is systematically known about the informal portion and 
relatively little is known about family day care homes. 

With few exceptions, formal day care operations are small and local. Nearly all 
family day care homes and the majority of day care centers (60%) are small owner- 
operator type businesses, although some of these owners do not consider themselves 
"in business" in the traditional sense. 



Centers 

There are an estimated 17 ,500 centers in the United States with an average of 33 
children each (Day Care Survey-1970) . Centers range in size from seven to over 100 
children, but the majority had full day enrollments between 13 and 44 children. Only 
a little over 400 day care centers in the United States are estimated to have more 
than 100 children enrolled (Day Care Survey- 19 70) . Most centers serve 3 to 5 year 
old children. 
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Although only 40% of the total numbers of centers are non-proprietary, about 
half of the children attend such centers. Non-proprietary centers are sponsored by 
a variety of different community organizations. Non-profit centers sponsored by 
churches account for 18 of the 40%, making this the largest single form of spon- 
sorship. The oldest day care programs are those operated by United Fund agencies. 

It is estimated that public school day care centers provide care for a little over 
100,000 children, about 8% of the total (Day Care Survey-1970). 

Proprietary day care centers are more apt to provide custodial care, while 
more of the comprehensive child development services are found in the non-profit 
centers . 

The facilities for proprietary centers are usually owned by the proprietor. 
Non-proprietary centers usually rent facilities. 

There have been some recent attempts to establish chain or franchise day care 
centers (Breathitt, 1969; Elliott, 1971, a, b, c, d) . Some of these new programs are 
backed by established firms in other fields such as Gerber Products, General Electric, 
Performance Systems and the Singer Company. However, the total number of chains or 
franchise companies in the nation probably is less than 50 and some have not yet opened 
any centers. Less than 10 of these firms had more than 10 centers in operation in 
1971. Only four firms had 20 or more centers underway. The largest number of centers 
franchised by a single firm are those co-owned by CenCor, Inc., which reports 65 
centers (Les Petite Academies). At least three companies have discontinued child 
care services. 

The individual centers of most of the chain or franchise operations are planned 
to accommodate 100-200 children. The largest centers projected are those of Educare, 
which would serve about 2,000 with over 230 children in each center (Educare, 1970). 

A few centers have been sponsored by industries as a benefit for their employees. 
The most prevalent are those of hospitals. There are about 100 hospital operated or 
sponsored programs in the country (Child Care Services Provided by Hospitals, 1970). 
Other industry related programs are KLH, Ohio and Illinois Bell Telephone, Control 
Data Corporation, and Amalgamated Clothing Workers of America, union sponsored centers. 
Several of these centers now admit children of non-employees in order to reach 
capacity (Hawkins, et al, n.d.). 

Except for the few centers which are parts of a community or school system or 
a commercial chain, individual day care centers are usually operated independently 
with few contacts with each other. In a few cities, owners have organized private 
child care associations. There may be some cooperative referrals with different 
centers, especially among the non-profit programs, but there is little direct commu- 
nication. Some of the Community Coordination Child Care (4— C) efforts are attempting 
to organize joint purchasing, training, referral, and professional resource personnel, 
especially in the fields of health and education. 
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Even at the federal level, where there are numerous agencies and department 
involved in day care services, there is little communication or coordination. Despite 
interagency requirements , administration is fragmented and inconsistent. Centers at 
the local level, especially non-profit centers, with more than one source of funds, 
must prepare different applications and reports for each of the federal agencies 
involved ( Final Report , III; Study of Child Care Objectives, 1972). 
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Family Day Care Homes 
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The average number of children cared for in each of the 450,000 family day care homes 
in the United States is less than two although they range from one to seven children 
(Day Care Survey-1970) . Family day care homes are more apt to have children under 
two years old. Family day care takes place in the home of the caregiver. The care- 
givers have limited formal contact with each other, although some operators may be 
acquainted on an informal basis. A few organized systems of family day care exist 
in some of the larger cities, such as Houston and New York. The New York City program, 
which is the largest, involves nearly 1,000 teacher-mothers, with a maximum of six 
children each (Roupp, 1971). 



Growth 

The growth rate of day care services is difficult to estimate since data are not 
available on informal arrangements, the largest source of care or for family day care 
homes most of which are unlicensed. The number of day care slots available in day 
care centers and licensed homes was estimated as 475,000 in 1967; 640,000 in 1969; 
and 745,000 in 1970. (Day Care Facts, 1970; Day Care Survey-1970; Low and Spindler, 
1968) . 

Reports of the length of time day care centers and family homes have been in 
operation also indicate recent rapid growth. Two-thirds of the centers and homes have 
been in operation less than three years. Most of the remaining third have been 
operating over five years (Day Care Survey-1970, p. 42). 

Little is known about the life span of day care operations. The half-life of 
day care centers is reported to be three years in Chicago (McClellan, 1971). There 
is also some indication that some child care programs are discouraged or restrained 
from entering the market by licensing regulations and agencies (State and Local 
Licensing Requirements, 1971). 
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2.5 Regulation of the Industry 

The 85% of the industry that is informal is not regulated by any formal mechanism. 
However, most parents exercise considerable quality control over the care arrangements 
they make for their children in the normal course of their relationships with the 
persons providing care . 

The formal day care industry, centers and family day care homes, in addition to the 
parent quality checks, is regulated primarily by state and local licensing codes. 

All but two states, Idaho and Mississippi, have mandatory licensing of centers, but 
only 37 states require family day care homes to be licensed. About half of these 
states exclude the family day care home from licensing if the caregiver is a relative, 
and some exempt from licensing homes that serve only children from one family. 

In addition to the state and local requirements , centers receiving any federal 
funds are supposed to meet Federal Interagency Day Care Requirements, which generally 
are more stringent than state laws and generally require: provision of a full range of 
services including social, educational, and health; parent participation; and opportu- 
nity for employment of poor people. These requirements are currently being revised. 
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The licensing authority in most states is the department of welfare. Centers 
are usually licensed by the state agency while family day care homes are approved 
by county departments. No two states, cities or counties, however, follow the same 
specific procedures or interpret regulations in the same way (State and Local Day 
Care Licensing Requirements, 1971). There is currently an effort underway, sponsored 
jointly by the Office of Economic Opportunity and the Office of Child Development, 
to develop a model state licensing code. Thirty-seven states are either revising or 
planning to revision their regulations. 

At present, the licensing process is lengthy, involving approval by several 
different agencies at the local level. An estimated 90% of centers are licensed but 
only 2% of the family day care homes are. Even when homes and centers are licensed, 
they do not necessarily meet all the requirements. 

In order to be licensed, applicants must successfully complete 15-20 major tasks. 
Each center and home must meet requirements established by the department of welfare, 
fire safety, zoning, health and building codes. The requirements of these latter 
codes are the most frequently cited sources of delay in the licensing process. Infor- 
mation from local officials and licensing agency records shows that average number of 
days that licensing is delayed in the process of meeting the requirements of each of 
these codes: fire inspection, 38 days; sanitation inspection, 23 days; health inspec- 
tion, 35 days; zoning, 40 days; and general processing, technical reviews, caseworker 
reports, etc., 40 days (State and Local Day Care Licensing Requirements, 1971, p. 29). 

Over half of the applicants who do not complete the licensing process give as 
their reasons the licensing requirements. Most are unable to meet the requirements 
for the physical structure and fire safety apparatus. Forty-two percent cite business 
reasons, primarily insufficient funds or the decision to obtain other employment. In 
the majority of states licenses for the operation of day care centers and homes are 
valid only one year; then the operator must essentially repeat the process. 



2.6 Barriers to Entry into the Current Day Care Industry . 

There are at least three major barriers to entry into the current day care industry. 
These apply mainly to center care. 



Start up Costs 

Available evidence indicates that establishment of day care centers requires signi- 
ficant start up costs when "new firms" enter the day care market place. 

Construction costs range from $1,000 to $1,200 per child. Renovation costs may 
be less, about $500-$l,000 per child (see Final Report , IV, vol.l). However, there may 
be differences unrelated to basic start-up costs in the building of new facilities. 
These may include the quality of the completed structure, maintenance costs, ease in 
meeting licensing requirements, and usable space. In addition to facility costs, 
approximately $100 per child is needed for equipment. 

Day care centers are not "quick profit" investments. Franchises sell for 
$20 ,000-$35 ,000 . One franchise advertises the land acquisition, building and equip- 
ment of a school for 150 children, training of two master Montessori teachers, com- 
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munity education program, national public relations and advertising and consultation 
during the program's formative period for $35,000, plus an annual management fee of 
$7,500 or 5% or gross income, whichever is greater (L'Academie Montessori, Inc., 

1970) . 

Another new proprietary company anticipates losses of $50,000-$90,000 during each 
of the first three years of operation of each center; after this period, 15% profit 
is expected (Mason, 1971). This estimate requires enrollment of 150 children at a 
charge of $1,650 per child per year for a full-day program to break even at $225,000. 
Fees for the children in these centers must be paid in advance or a 10% carrying 
charge is added. 

A third private corporation which has purchased land for its first day care 
center states in its offering circular that "no assurance can be given that such 
centers, if and when they are built, can be operated on a profitable basis by the 
company" (Synergetic Systems, 1971, p. 8). 



Licensing 

Licensing requirements for formal care, (family or center care) are often difficult, 
time consuming and costly to meet. While such requirements screen out some truely 
unqualified providers, in their present form they may also prevent some qualified 
providers from entering the market. 



Technical Knowledge and Know-how 

Some organizations desiring to enter the day care field, especially those representing 
minority or disadvantaged populations, lack the experience and know-how necessary to 
raise the initial start up costs, meet licensing requirements and organize the initial 
programs . 

Organizations have reported difficulty in recruiting center directors and man- 
agers (though not general staff). 



2.7 Status of the Industry 

The current day care industry in the United States is a vast private industry serving 
over 25.8 million children under 18 (5.8 million under six) and 11.8 million working 
mothers in 1969. 

The largest portion of this care (85%) is privately provided by family members 
and relatives. Even within the 15% of the formal arrangements, 12% are provided by 
proprietary providers. Within the remaining 3% of the non-proprietary providers, the 
churches constitute the largest single source of sponsorship. 

To replace the existing day care industry, even assuming that the relatively low 
costs that now prevail were to remain unchanged and that demand for care was limited 
to working mothers only, would require an initial capital investment of $19 billion, 
an annual payroll of $8.8 billion, and estimated annual costs of $14.5 billion. This 
would provide day care (not child development) services to the children of working 
mothers only. Other child development programs such as Head Start, which serve mainly 
non-working mothers, would add to these costs. 
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Estimated Replacement Costs of the 
Private Day Care Industry (for 
Children under 14 of Working Mothers Only) 
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Capital Investment 
Facilities 

• private informal care (at $1 000/chi Id 

construction) $16,500 

• family day care (at $1 000/chi Id 

construction) 825 

• center care (17,546 centers at $50,000) 877 

$18,192 

Equipment 

• private informal care (at $40/chi Id) $ 660 

• family day care (at $40/child) 33 

• center care 44 

$ 837 

Payroll 

• private informal care (at $350/month and 

1/10 staff ratio) $ 6,930 

• family day care (at $350/month and 

1/10 staff ratio) 347 

• center care (at $350/month) 423 

$ 8,690 

Estimated Total Annual Cost $14,483 



2.8 Summary 

Of all the existing arrangements made by working mothers, the most widespread is care 
in their own homes (46%). Most of the children cared for in their own homes are looked 
after by relatives; children from families whose incomes are less than $3,000 per year 
are cared for by relatives to a substantially greater extent than are children in 
general. The formal child care industry (centers and family day care homes) serves 
about 1.3 million children, less than 15% of all children of working mothers; more 
than half of these formal arrangements are in family day care homes. More than half 
of the children of working mothers come from families whose annual incomes are less 
than $6,000; 80% come from families whose incomes are less than $10,000. 
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Hslf of the centers end most of the family day care homes are proprietary busi- 
nesses. Proprietary centers tend to be smaller than non-proprietary centers, and 
tend to offer custodial care. Non-proprietary centers are more apt to offer child 
development services. 

Most working mothers report being satisfied with their current child care 
arrangements. Most current arrangements are either free or very inexpensive (less 
than $2 a week) and are located less than a mile from the mothers' homes. Surveys 
indicate that, initially at least, the factors of cost and convenience to the family 
care the strongest influences on mothers' choices of arrangements; continued satis- 
faction, however, is more strongly influenced by their opinion of the quality of the 
caregiver. Expressed preferences for arrangements do not coincide with patterns of 
use: The majority of mothers seem to prefer in-home care, and make extensive use of 
such care; but the next largest expressed preference is for center care, which is 
the least-used arrangement. Current public attitudes imply a growing acceptance, 
perhaps even a preference, among parents for preschool child care as a necessity be- 
cause of employment and as an aid to children's educations. 

The annual expenditures for the care of children in the United States are esti- 
mated to be nearly $1.4 billion. Of this amount, it is estimated that $229 million 
comes from federal sources. Parents' fees are the primary source of the remainder; 
of those who do pay for care the average cost is around $500 per year. Some funds 
also come from state and local governments and some from contributions. Most federal 
funds are probably used for non-proprietary center and family care. 

The costs of care vary with the services offered. The estimated annual cost of 
care in a center providing basic care and supervision is $400 per child, approximately 
$700 per year per child for centers offering some educational activities, and $1,300 
per year for centers providing child development services. Two major cost areas are 
personnel and the initial financing of facilities. 

Quality of care is currently controlled through licensing. The system, however, 
is relatively ineffective; the requirements are not uniform throughout the nation and 
most children are cared for in programs not covered by license requirements. 
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3.0 POLICY ISSUE: SHOULD THE FEDERAL GOVERNMENT PROVIDE MORE 
DAY CARE SERVICES? 



The analysis presented in this section concludes that there is no doubt that the 
increased availability of day care services will be of real value to some families 
and that some of the federal objectives stated could be served by an increased 
federal role in day care. Thus we recommend that an increased federal role be 
actively and carefully considered on the basis of its merits and associated costs by 
federal policy makers. Since objectives considered are multiple, and in some cases 
contradictory (for example, lowering or reducing welfare-related costs conflicts in 
part with objectives associated with increased service), and since costs-al location 
decisions are policy questions outside the scope of our analysis, our recommendations 
on the policy question: "Should the federal government provide more day care services?" 
are neutral. Rather, we have attempted to organize results and findings relevant 
to the costs and benefits of various federal actions in relation to various federal 
objectives and leave policy decisions in the hands of the policy makers. 
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The federal objectives that we analyze in this chapter are described in some ; 

detail in chapter one. We have rephrased them slightly for the purposes of the dis- ] 

cussion here; they are as follows: ] 

I 

1. Reducing the number of children now receiving inadequate day care services, such ! 

as children left to care for themselves. | 

I 

2. Decreasing the cost of welfare (either the current AFDC program or the H.R.l 

program) by helping mothers to work. j 

3. Increasing the net income of poor families by helping mothers to work. \ 



4. Increasing the work fare concept (reduce "free loading") : \ 

• by decreasing the welfare rolls by helping mothers who can work their way l 

off welfare to do so, and \ 

s 

• by increasing the percentage of mothers on welfare who are also working and j 

thus contributing toward their support. j 

5. Increasing opportunities for women outside the home. ] 

(Objectives four and seven in the discussion presented in chapter one have not been > 

included in this listing, as they are not pertinent to the policy question under j 

analysis in this chapter. They relate, respectively, to child development and to 
delivery systems, which are discussed in chapters four and six of this Summary Report.) 

I 

The impact of increased federal day care support is considered for three major \ 

categories of families: j 



1. The welfare poor , (basically, current AFDC families — female headed households); ] 

* : 

2. The working poor , (families with incomes under $4,000 generally not eligible for 
AFDC but eligible under H.R.l); 

3. The near poor , families with incomes between $4,000 and $8,000. 1 
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Since the cost level of day care to be furnished is itself a policy question, 
we have analyzed the implications of various levels of cost. The day care services 
for each category of family are considered at cost levels of $400, $800, $1,200 and 
$2,000 per year for preschool children for both welfare poor and working poor families 
and $400, $800 and $1,200 for near-poor families. Care for school-age children is 
considered for both welfare-poor and working-poor families at $300 per year. 2 (See 
"Notes" for this chapter for a description of the type of services that would typically 
be purchased for each price level.) 

The estimation of the potential impact of day care services in relation to 
federal objectives requires that certain conditions be assumed. The estimates pre- 
sented here assume that: (1) a variety of day care settings are available; (2) the 
use of the services is voluntary; and (3) there is a reasonably good labor market 
(4% unemployment). 3 The estimates of the employment response were developed from 
several different approaches, including economic models (wage subsidy), employment 
behavior by characteristics of mothers and children, and survey results. ** 



3 . 1 Replacement of Existing "Inadequate Care" with "Adequate Care 1 1 

A major reason often offered for increased federal provision of day care services is 
that existing day care arrangements used by working parents are inadequate. What 
effect would the increased provision of day care services have on moving children 
from "inadequate care" to "adequate" or "better than adequate care"? 

Obviously, the key to this estimate is the definition of inadequate, adequate* 
or better than adequate care. There are no agreed upon definitions of these terms. 
Some definitions of inadequate care that have been offered arbitrarily exclude many 
day care arrangements that may be of excellent quality. The following subsection 
presents some examples. 



Possible Definitions of Adequate Care 

1. All care not in licensed facilities is inadequate. 

This definition automatically defines as inadequate the 70% of day care arrangements 
that do not have to be licensed, including over half of all day care arrangements 
where a relative cares for the child (usually the the child's father in the child's own 
home) . Many such day care arrangements may not only be adequate but some may even 
be more than adequate. 

2. All day care not in comprehensive day care centers is inadequate. 

This definition defines as inadequate not only all care in the child's own home but 
also all care in family day care homes or in the home of a relative. Many children 
receive "comprehensive services" through their own families and hence do not need 
such services in a day care setting. 

The first definition is often used to measure the need for day care services. 

For example, one proposed day care bill states: ". . .there are fewer than 700,000 
spaces in licensed day care centers to serve the over 5 million preschool children 
whose mothers work" ("Economic Opportunity Amendments of 1972," p. S1971). This 
implies that all of the five million preschool children need to be served in licensed 
day care centers if they are to receive adequate care. There are no sources of data 
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to determine exactly where the five million preschool children of working mothers 
are cared for, but an analysis of the care arrangements of approximately 1.6 million 
preschool children of working mothers with family incomes under $8,000 per year 
indicates the inappropriateness of measuring the "need" for day care by the difference 
between the number of children of working mothers and the number of licensed day 
care slots. 

Table 6 shows the distribution of arrangements for the 1.6 million preschool 
children by the type of care and by whether the types of care are licensed — that 
is, subject to license requirements. The large majority of children, more than 70%, 
are cared for in situations not subject to license requirements. 

More than 915,000 arrangements, or 44% of the care, was in the child's own home. 
The largest single group of caretakers in the home were fathers, who provided care in 
377,000, or 19% of the cases. Hence, almost one out of every five children cared 
for in an "unlicensed" facility was cared for by his father in his own home. Another 
15% of the children are cared for outside the home by a relative, also an "unlicensed" 
caregiver in an "unlicensed" facility. 

Only about 30% of the arrangements (603,000) are subject to licensing. Further, 
the largest group of care outside the home is in family day care homes, which in 
some states and under some conditions are not subject to licensing. (The rule is 
usually that homes caring for less than three children are not required to have a 
license. Since the average enrollment per family home was 1.6 children and about 
half the homes cared for only one child, it is reasonable that many of these homes 
are not licensed because there is no requirement for licensure.) 

In view of the situation described above, unless one is willing to require 
fathers (and other relatives) to be licensed to care for their own children or unless 
one is willing to require that all children be cared for outside their own home in 
centers or licensed family homes, it is unlikely that even half of the children of 
working mothers will ever be cared for in licensed facilities. This is especially 
true since care by fathers and relatives in the home is assigned the highest level 
of satisfaction by mothers in preference surveys (Day Care Survey- 1970) . 

Thus, the difference between the number of children of working mothers and the 
number of licensed day care slots is an unrealistic measure of either the lack of 
adequate care or the need for more licensed day care slots. 

What can be used as measures of the effect of increased day care services on 
the number of children receiving inadequate care? In view of the lack of accepted 
objective standards of adequate care there are two possible definitions of day care 
situations that might be reasonable to use as definitions of inadequate care. These 
are situations where (1) a child (especially preschool) is left to care for himself, 
and (2) situations where the mother states that she is "not very well satisfied" with 
the care arrangement. 



Child Cares for Himself 

It can, perhaps, be agreed that care by a child for himself, especially a preschool 
child, is inadequate. Of mothers using this type of care (for both preschool and 
school-age children) only 38% indicate that they are very well satisfied with it; 
39% are pretty well satisfied; and 12% are "not very well satisfied" with it." 
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